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ROBERT L. BROWN I11 
Attorney At Law 

1005 S Main St,  Suite 102 
Corbin Kentucky 40701 

Fax (606) 52R - 3289 
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A I 'I'ENIION: Ms Beth ODonncll 

FACSIMILE #: (502) 564-3460 

FIWM: Robctt L. Brown I11 d 9 

l Ih ,E:  */n. 

DA'IE: November 17, 2008 

RE: CASE NO. 2008-0392 

3 otal Number of Pages (including covcr letter): 

AIESSAGE: 

;26 
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ROBERT L. BROWN 111 
ATTORNEY AT LA\V 

1005 SOUTH MAIS STREET 
CORQIN, KENTUCKY40701 

ROBERT L BROWN 111 
SAR4 R h f A H A V  

(606) 528-3073 
FAX (6061 xs.12~ 

November 17, 20118 

P. 0 2  

!dJATAC.S?NU AND MAIL 

hls. Stephanie Stumbo 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Blvd. 
P .0  Box615 
Frankfort, KY 40602 

RE: CITIPOWER, LLC -. APPLICATION OF CITIPOWER, LLC FOR 
RATE ADJUSTMENT FOR SMALL UTILITIES PURSUANT TO 
KAR 5:076 
Case No. 2008-00392 

Dear Ms. Stumbo: 

Enclosed please find the original and :en (10) copies of Citipower, L.LC'5 
Response to Commission Staff's First Data Request to Citipower, LLC as it relates to the 
above-mcntioned matter. 

Your attention to this matter is appreciated, and should you have any questions 
or rommcnts, please do not hesitate to contact me. 

Sincerely, 

Rl.D / ca 

Enclosiires 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVlCE COME\.IISSION 

In the Matter of: 

CI I IPOWER, L K  

APPLICATION OF CITIPOWER, LCC FOR 
RATE ADJUSTMENT FOR SMALL, UTILITIES 
PURSUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

RESPONSE TO COhlMISSION 5 TAFF'S FIRST DATA 
REQUEST TO CITIPOWER, LLC 

Comes now Citipower, LLC, ("Citipoiver") by and through the undersigned 

counsel, and states the following response to the Commission Staff's First Data 

Request to Citipower, LLC, with regard to the above-rcferenced case number: 
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Question l a  
Page 1 of I 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AI'PLICATION OF CITIPOIYER, LCC FOR 
U T E  ADJUSTMENT FOR SMALL UTILI'I IES 
PUIISUAN? 10 807 KAR 5:076 CASE NO. 2008-00392 

1. Refer to paragraph 2 on page 2 of Exhibit 1 of Citipower's application, 

bpecificaliy, the aniendmcnts described for Citipower's 2007 annual report filed with 

the Commission. 

a Line 902, hietcr Reading Labor, incrcascd from $273 to $91,277. 

Describe the manner in which Citipower performs meter reading, including the 

number of meter readers and whether they are Citipower employees or outside 

contractors. If they are Citipower employecs, provide their annual and/  or hourly 

rates of compensation and identify and describe the job duties they perform other than 

meter reading. 

RESPOIU'SE: Line 902 is comprised at Citipower employees and the duties 

have been performed consistent with the history of being regulated by the P.S.C. (see 

Case No. 2004-00444). The difference from $273 to S91,277 is a move from line 920 to 

line 902 for these services. Citipower has three employees to read meters provide 

customer service, customer hookups, lines. and to maintain equipment 'l'he three 

employees' incur hourly rates at S'10.50, $1 1.00 and $14.00 pcr hour 

Law Offices of 
Robert L. Brown 111 
1005 South Main Street 
Corbin, Kent?.icky 40701 
Attorney for Citipower, 1.I.C 
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Question lb  
Page 1 of 1 

COiMhIOh’WEALTH OF KEN7 UCKY 

BEFORE THE PUBLIC SERVICE COh4MJSSION 

In the Matter of 

.41’PLI(IAT ION OF CII IPOWER, LCC FOR 
RATE ADJIJSTMENT FOR SMALL LJTTIUTIES 
PIJRSUANT TO 807 KAR 5:076 CASE NO 2008-00392 

1. Refer to paragraph 2 on pagc 2 of Exhibit 1 of Citipowcr’s application, 

specifically, the amendments described for Citipower’s 2007 annual report filed with 

the Commission 

b. Line 903, Customer Rccords, increased from $99 to $33,605. 

Describe the manner in which Citipower maintains customer records, including 

whether the work is performed by Citipowcr employees, by outside contractors, or by 

Citienergy employees with the cost allocated to Citipower. 

PGSPONSE: Citipower employs one on-site office manager w h o  kccps 

customer records that includes billing, accounts receivable, processing payments and 

custoiner service. The office manager is paid $13,30 per hour 

Law Offices of 
Robcrt L. Brown 111 
1005 South Main Strcct 
Corbin, Kentucky 40701 
Attorney for Citipower, L.LC 
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Question I C  
Pagc 1 of 1 

COMh4ONWEALTH OF KEN IXJCKY 

BEFORE THE PIJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF CITIPOWER, LCC FOR 
RATE ADJUSTMENT FOR SMALL IJTILITIES 
PLIRSUANT TO 807 KAR 5076 CASE NO 2008-00392 

1. Refcr to paragraph 2 on pagc 2 of Exhibit 1 of Citipower’s application, 

specifically, the amendments described for Citipower’s 2007 annual report filcd with 

thc Commiqs’ ion. 

C. Meter Reading Labor increased $91,004, and Customer Records 

increased $33,506, which totals $124,510. Although not identified as such, it appears 

that these increases were offset by the reduction to Line 920, Administrative Salaries. 

Provide confirmation that these increases reflect the reclassification of amounts 

initially reported as administrative salaries. 

RESPONSE: Yes, meter-reading labor was increased by 591,004 and Customer 

Records was increased by $33,506, with an offsetting reduction to line 920. 

Law Offices of 
Robert I.,. Brown I11 
1005 South blain Street 
Corbin, Kentucky 40701 
Attorney for Citiporvcr, L1.C 
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Question Za 
Page 1 of 1 

COMMON’IYEALTI-I OF KENTUCKY 

BEFORE THE PUBLIC SERL’ICE COMMISSION 
In the Matter of 

AI’PLICAIION OF CI’I’IPOLVER, LCC FOR 
RATE ADJUSTMENT FOR SMALL IJTILITIES 
PURSIJANT TO SO7 KAR 5:076 CASE NO. me-00392 

2. Refer to paragraph 3 on page 2 of Exhibit 1 of Citipower’s applicakion 

a. Clarify whether the $110,000 identified as  unpaid management 

fees were incurred solely for calendar year 2007. 

ESPONSE: CitiEnergy‘s monthly $10,000.00 management fee has not been 

paid since January 2007. 

i 

I 

Law Offices of 
Robert L. Brown 111 
1005 South &fain Street 
Corbin, K,entucky 40701 
Attorney for Citipower, LLC 



N O V - 1 7 - 8 8  05:25 Pr1 RLB I 1 1  6865283289 

Qucstion 2b 
Page 1 of 1 

P .  08 

CO.LlhlONWEAL7H OF KENTUCKY 

BPFORE THE PUBLIC SERVICE COMMISSION 

In thc Matter of: 

APPLICATION OF CI’I’IPOWER, LCC FOR 
RATE ADJUSTMENT FOR SMALL U1 I L I l E S  
PURSUANT TO 807 KAR 5:076 CASE, NO. 2008-00392 

2. Refer to paragraph 3 on page 2 of Exhibit I of Citipower’s application. 

b. The third sentence in the paragraph states tlmt Citipower did not 

pay its management fees owed to Citienergy due to cash flow issues. Dcscribe the 

nature of the cash flow issues and explain what actions, if any, Ci tiyower has taken to 

address these issues. 

RESPONSE: As stated in Exhibit 1 to the Application for Rate Adjustment, the 

main problem of the entity is that Operating expenses continue to be increased with no 

increase to income. A significant factor is that McCreary County is sparsely populatcd 

t i i th  a declining population. Further, the economic viability of the customer base is 

challcnged. As customers are not increasing Citipower is addressing this issue by 

requesting a rate incrcase from the PSC. I11 addition, Citipower has been trying to 

manage quality customer service for these custorncrs that remain and cut expenses in a 

reasonable manner. (Set paragraph 1 of Exhibit 1 necessity for rate increase). 

Law Offices of 
Robert L. Brown 111 
IOOS South hlain Street 
Corbin, Kentucky 40701 
Attorney for Citipower, L L c  
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COMMONWEALTH OF KENTLJCKY 

BEFORE 1 HE PUBLIC SERVICE COMMISSION 

In the Matter of 

APPLICATION OF CIIIPOWER, LLC FOR 
APPROVAL OF NOTE RENEWAL CASE NO. 2004-001 23 

2. Refer to paragraph 3 on page 2 of Exhibit 1 of Citipower's application 

c. The amount originally reported as .4dministrative Salaries was 

$210,795 which was reduced by $124,510 for a differencc of 566,285. Identify and 

describe the nature of the $86,285 in Administrative Salaries, which appcars to he in 

addition to the aforementioned management fees. 

RESPONSE: 

CitiEnergy (January 2007 payment) $10,000 Management fee 
Employee Training 
Citipower Manager $72,112 Manager Salary 

The $86,265 is not in addition to the aforementioned management fees, but the 

The $86,285 is brok.en down as follows: 

$ 4,173 Various workshops &seminars 

management fees are part of this expense. 

La\\. Offices of 
Robert L Brown 111 
1005 South Main Strcct 
Corbin, Kentucky 40701 
Attorney for Citipnwer, LLC 
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Question 3a 
Page 1 oi 2 

P. 10 

COMMONIYERLTI.? OF KENTUCKY 

BEFORE TFIE PUBLIC SERVICE COMh4ISSION 

In the Matter of: 

APPLICATION OF CIIIPOWER, L.CC FOR 
RATE, ADJLSTMENT FOR SMALL UTILJI'IES 
PURSUANT TO 607 KAR 5:076 CASE NO 2008-00392 

3. Refer to Paragraph 5 on page 3 of Exhibit 1 of Citipower's application 

a. Explain how 13 percent was seiectcd as the proposcd "profit 

return" and provide the calculation which results in  the $1.78 per Mcf proposed rate 

increase 

RESPONSE: See 3b sesponsc. Exhibit 1, paragraph 5 of the Application for 

Rate Increase has a typo: the proposed rate change as listed in the Application and 

duly published is $4.74 per Mcf [S2.88 to reduce the loss and $1.66 for reasonable profit 

(not $1.7$)]. 

Assuming all things being equal in the future, the 2007 results for Citipower 

reflect that if Citipower had $2.86 more per Mcf sold ($2.68 x 86,828) then it would not 

have lost $249,848 but would have "broke even''. The 13% calculation is based upon 

the 2007 sales figure (81,241,654 x 13% + 86,828 hlcf = $1.86). Thus, assuming $2.88 

more per Mcf sold ($1,241,654 i $250,065 = $1,477,727 gross sales), then another 

$161,500 ($1.66 x 86,826) would alloiv Citipower 13% return on && 2007 sales or 

9 9% on b o t h e t i c a l  sales. Citipower argues that this is fair and rcasonable return on 



6865283289  

Qucstion Ja 
Page 2 of 2 

P. 1 1  

! 

its investment and considering i t s  sniali size and considerable risk factors 

Law Offices of 
Robert L.. Brawn 111 
1005 South Main Street 
Corbin, Kenhicky 40701, 
Attorney for Citipower, LLC 
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Question 3b 
Page 1 of  1 

P. 1 2  

CObIMOK'WEALTH OF KENTUCKY 

BEFORE THE PUBIJC SERVICE COhZhlISSION 

In the Matter of 

APPLJCATION OF CITIPOh'ER, LCC FOR 
RATE ADJUSTMENT FOR SMAL.L UIILITIES 
PURSIJANT TO 807 KAR 5:076 CASE NO 2008-00392 

3 

b. 

Refer to Paragraph 5 on page 3 of Exhibit 1 of Citipower's application. 

In the Staff Report issued in Case KO. 1999-00225: an 88-percent 

operating ratio was used to determine Citipower's revenue requirement, which is the 

method typically used by the Commission in cases involving smaller investor-owned 

utilities. E.xplain why Citipower did not use this method to calculate its proposed 

increase in revenues 

RESPONSE: See 3a response., An 88 percent operating ratio would sure help, 

however, in light of the costs and time to get rates increased, the unlikely growth of 

McCreary Counties customer base, and the risks associated with further decrease in 

salcs volume (as experienced over the last three years), Citipower requested the 

method described in 3a to calculate its proposed increase 

L.aw Offices of 
Robert L. Brown 111 
1005 South blain Street 
Corbin, Kentucky 40701 
Attorney for Citipowcr, LLC 

raze  Nn 1999 00225 Tha Aliernative R f I w  Filing of  Citipower. LLC 
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Question 3r 
Page 1 of 1 

COhfMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMhIISSION 

In thc hlatler of: 

3. Refcr to Paragraph 5 an page 3 of Exhibit 1 of Citipawer's application 

c Provide the calculation, based on recapturing the 1 0 ~ s  of S249,848 

incurred i i ,  2007, which results in the proposed increase uf $2.88 pcr Mcf. 

RI'SI'ONSE: 2007 loss af $249,848 + 86,828 Mcf = $2.68. 

L a w  Offices of 
Robert L. Brown 111 
1005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citipower, LLC 
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Quesllon 4d 
Page I o i  1 

COXIMON'IYEAI.TH OF KENTUCKY 

BEFORE TIIE PUBLIC SERl'ICE COMMISSION 

In the Matter of: 

APPLICATION OF CITIPOWER, LLC FOR 
RATE ADJUSThfENT FOR SMALL UTILITIES 
PURSUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

4. Refer to Citipower's response to the Commission's September 30, 2006 

deficiency letter, which shows the number of bills rendered and hlcf sales by customer 

class for calendar year 2007. 

a. Provide a n  analysis of the 2007 salcs volumes which break,s them 

down by customer class on a monthly basis and which shows, aiso on a monthly basis, 

the Gas Cost Adjustment component of the rates charged by Citipower in 2007. 

RESPONSE: Analysis of monthly sales volume by class and gas cost 

component attached as Exhbit "A". 

Law Officcs of 
Robcrt L. Brown I11 
1005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citipower, LLC 
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Question 4b 
Page 1 of 1 

COMMONWEALTH OF KENI'UCKY 

BEFORE THE PLTSLIC SERVlCE COMbCIISSION 

in the Matter of 

APPLICATION OF CITIPOWER, LLC FOR 
R4TE ADJUSTMENT FOR SMALL UTILITIES 
PTJRSUANT TO SO7 KAR 5076 CASE NO. 2008-00392 

4. Refer to Citipower's response to the Commission's Septcmbcrr 30, 20015 

deficiency lcttcr, which shows the number of bills rendered and Mcf sales by customer 

class for calendar year 2007. 

b. Describe the process and timetable under which Citipower 

operates when recording revenues from gas sales. The respanse must clearly indicate 

whether the revenues derived from Mcf sales for a specific month are recorded in that 

same month or if revenues lag hlcf sales until the following month 

RESPONSE: Revenues from MCF sales are recorded (accrued) the samc 

month as actual sales 

L.aw Offices of 
Robert L. Brown 111 
1005 South bfain Skeet 
Corbin, Kentucky 40701 
Attorney for Citipower, LLC 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PI.JE3LIC SERVICE COMhflSSION 

I n  the Matter of: 

Questiun 4c 
Pago 1 of 1 

APPLICATION OF CI'LIPOWER, LLC FOR 
RATE ADJUSTMENT FOR SMALL IJTILITIES 
PURSUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

4. Refer to Citipoiwr's rcsponsc to the Commission's Septcmher 30, 2008 

deficiency letter, which shows the number of bills rendered and Mcf sales by customer 

class for calendar year 2007, 

c. Over 75 percent of Citipower's Mcf sales in 2007 are identified as 

sales to the "Public" customer class. Clarify whether "Public" is the same customer 

class identified in C,itipower's tariffs as "Institutional" and explain why this class 

accounts for such a large part af Citipower's sales volumes. 

RESPONSE: Public is the same as Institc.rtiona1. A large part of Citipower's 

revenues are from the prison in hlcCreary County 

Law Offices of 
Robert L. Brown I11 
1005 South Main Street 
Corhin, Kenhick)' 40701 
Attorney for Citipower, LLC 
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Question 5 
Pogr 1 of 1 

COMMONWEAL7 I4 OF KENTLJCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  the Matter of 
I ?  

AITLIC.41 ION OF CITIPOWER, LLC FOR 
RATE ADJIJSTMENT FOR SMALL UTILITIES 
PURSUANT TO 807 KAR 5076 CASE NO 2008-00392 

5 ,  Refer to Exhibit 2 of Citipower's application, specifically the column 

headed "2007", and to the Statement of Income in Citipower's revised 2007 annual 

report filed with the Commission,, Other Income of $14,021 consists of $284 in Interest 

and  Dividend Income and net revenues of $13,737 from Non-utility Operations, as 

shown on thc Statement of Income. Provide a full description of the non-utility 

activities in which Citipower is involved. 

RESPONSE: The $13,737 consists of late fees and hookup fecs collected in 

addition to the $284 in interest and dividend income 

Law Offices of 
Robert L, Brown 111 
1005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citipower, LL.C 
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Qucstion 65 
Page 1 nf 1 

COMLLIONWI?ALTH 01: KLN RJCKY 
BEFORE THE PUBLIC SLRVICE CObihliSSION 

In the Matter of: 

APPLICATION OF CI1 IPOWER, LLC FOR 
RATE ADJIJSTMENT FOR SMALL UTILITIES 
T’URSUANT TO 807 KAR 5076 CASE NO 2008-00392 

6 Refer to Exhibit 2 of Citipower‘s application Explain the changes from 

calendar year 2006 to calendar year 2007 in  thc following expense items. 

a 

S X37.3 to zero. 

Account 853, Compressor Station Expenses - dccraased from 

RESPONSE: Account 853 Expense related to a compressor that was deemed to 

be no longer needed 

I 

Robert L. Brown 111 
1005 South hlain Strcct  
Corhin, Kentucky 40701 
Telephoiie: (606) 523-3073 
Attorney for Citipower, LLC 
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Qurstion 6b 
Page 1 oi  1 

COMh~ONh’EAL‘rH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMh~IISSION 

In the Matter of 

i\I’PLICATlON OF CITIPOWER, LLC FOR 
RAlP ADJUSThENT FOR ShMLL UTILITIES 
PURSUANT TO 807 KAR 5:076 CASE NO 2008-00392 

6. Refer to Exhibit 2 of Citipower’s application Explain the changes from 

calcndar year 2006 to calendar year 2007 in the following expense items. 

b Account 858, Transmission Compression by Others - increased 

from zera to $3,657. 

RESPONSE: Account 858, $3,857.09 Expenses related to moving the Worley 

compressor which w a s  discontinued 

Law Offices of 
Robcrt L Brown 111 
1005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citipower, LLC 
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Question Gt 
Page 1 of I 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMhlISSION 

In the Matter of: 

Al’PI.IC AI ION OF CITIPOWER, LLC FOR 

PUKUAN I I’O 807 XAR 5076 
RATE ADJUSTMENT FOR SMALL UTILITIES 

CASE NO. 2008-00302 

6 .  Refer to Exhibit 2 of Citipower’s application. Explain the changes from 

calendar year 2006 to calendar year 2007 in the foliowing expense items. 

Account 860, Reiib, dccrcascd from $32,949 to zero. c. 

R.ESWhSk: Account 860, see explanation for 6.a. above. Citipower was able 

to omit this reoccurring rent by elimination of the compressor 

Law Offices of 
Robert L Brown I11 
1005 South hlain Skeet  
Corbin, Kentucky 40701 
Attorney for Citipotvcr, L1,C 



Queslion 6d 
Page 1 of I 

COMMONWEALTH OF KENJUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

117 the Matter of: 

APPLICATION OF CITII'OWER, LLC FOR 
RATE ADJUSTMENT FOR SMALL UTILITIES 
P U X S U A N l  TO 807 KAR 5:076 CASE NO. 2006-00392 

6 Refer to Exhibit 2 of Citipower's application Explain the changes from 

calendar year 2006 to calendnr year 2007 in thc folloiving expense items 

d. 

decreased from $3,235 to zero. 

Account 664, hfaintenancc of Compression Equipment - 

RESPONSE: Account 864, see explanation for 6a and 6c above 

Law Offices of 
Robert L.  Brown 111 
1005 South Main Street 
Corbin, Kentucky 40701 
.4ttiirney for Citipowcr, LLC 
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Qucstion 6e 
Page 1 of I 

COMMONI.\IEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COA4h~lISSION 

111 the Matter o f  

AI'PLICAI'ION OF CITIPOWER, LLC FOR 
RATE ADJUSTMENT FOR SA(1AL.L UTILITIES 
PUIISUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

6 Refer to Exhibit 2 of Citiporver's application. Explain the changes from 

calendar year 2006 to calendar year 2007 in the following expense items. 

e Account 867, Maintenance of Other Equipment --increased from zero to 

518,344. 

RESPONSE: Account 667 $18,344 Maintenance and insurance of Citipower 

vetucies. 

Law Offices of 
Robert L Brown 111 
1005 South blain Street 
Corbin, Kentucky 40701 
.4ttorney for Citipower, LLC 

i 
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Question hf  
Page 1 of 1 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF CITIPOWER, LLC FOR 
RA 1 E ADJUSTMENT FOR ShlhLL UTILITIES 
PURSUANT TO 807 KAR 5076 CASE NO 2008-00392 

6.  Refcr to Exhibit 2 of Citipower's application. Explain the changes from 

calcndar year 2006 to calendar year 2007 in the following expense items. 

Account 881, Rents - decreased irom 99,585 to zero. 

RESPONSE: Account 881, see explanation for 6a and 6c above. 

f .  
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Qucstion 66 
rage I of 1 

COMhlONMEALTH OF E N T C C K Y  

BEFORE THE PUBLIC SERI’ICE CO!vfI\.3ISSIOh’ 

In the Matter of: 

APPLICATION 05: CITIPOWER, LLC FOR 
RATE ADJUSTMENT FOR S?+LIALL UTILI’TIES 
PLJRSUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

6. Refer to Exhibit 2 of Citipower’s application. Explain the changes from 

calendar year 2006 to calendar year 2007 in the following expense items 

g., Account 902, Meter Reading Labor - increased from $78,883 to 

$91,277. 

RESPONSE: Account 902, Labor cost increased in 2007 over 2006 on an  

annualized based of $12,394. Cost of living increases, minor raises and overtime pay 

resulted in $7,238. The remaining $5,156 appears to be due to aIlocation of when hires 

occurred 

Law Ofliccs of 
Robert L Brawn I11 
3005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citipol\w, LLC‘ 
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Questron 6h 
Page 1 o f  1 

COMMONWEALTII OF KENTUCKY 

BEFORE THE PUBLIC SERVICL COMMISSION 

In the Matter of: 

APPLICATION OF CI'TIPO\t'ER, LLC FOR 
RATE ADJUSTMEN1 FOR SMALL UTILITIES 
PURSUAN 1 TO 807 KAR 5:076 C.4SE NO. 2008-00392 

6. Refer to Exhibit 2 of Citipower's application. Explain the changes from 

calendar year 2006 to calendar year 2007 in the following expense itcms. ! 

h. Account 921, Office Supplies - decreased from $28,824 to $12,869. 

Account 921, $12,869 total office expense of $29,376 offset by a 

! :  
I 

RESPONSE: ! 

($16,516) credit from refund relating to IYorIey compressor which was discontinued. 

I 

Law Offices of 
Robert L. Brawn 111 
1005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citipower, LLC 
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Questtun 61 
Pagv 1 of 1 

COMMONWEALTH OF KEN1 UCKY 

BE,FORE THE PUBLIC SERVICE COhlMISSION 

In the hlatlcr o f  

~VPLICATION OF CITIPOIVER, LLC FOR 
RATE ADJUSTMENT FOR SMALL u m m s  
I'URStJhN'T TO 807 KAR 5:076 CASE NO 2008-00392 

i 
6. Refer to Exhibit 2 of Citipowcr's application. Explain the changcs from 

calendar year 2006 ta calendar year 2007 in  the following cxpensc items. ! l  / j  
( I  i .  

$76,447. 

Account 923, Outside Service Employed- decreased from $92,755 to 1 %  

I 
! I  

RESPONSE: Account 923 Outside Service Employed - audit fees wcre less in 

2007. 

L a w  Offices of 
Robert L Brown I11 
1005 South >lain Street 
Corbin, Kentucky 40701 
Attorney far Citipower, I.Lc 
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Question 7 a  
i'agr 1 ot 1 

COMMONWFALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSlON 

111 the Matter of: 

APPLJCATION OF CI'TIPOWER, LL.C FOR 
RA'l'E ADJUSlMENT FOR SMALL UTILIIIES 
FURXIANT TO 807 KAR sa76 CASE NO. 2008-00392 

7. Refer to Exhibit 2 of Citipower's application and to Citipower's rcvised 

2007 annual report filed with the Commission, specifically the Statement of Jncornc 

and the Summary of Utility Plant and Accumulated Provisions for Depreciation, 

Amortization and Depletion schedule. 

a .  Thc amortization expense shown on Exhibit 2 is identified on the 

Statement of Income as Amortization of Utility Plant Acquisition Adjustment. The 

summary schedule in the annual report lists $306,017 as Acquisition Adjustments- 

Describe the nature of these Acquisition Adjustments and explain whether the 813,lBfi 

expense represents the annual amortization of the Acquisition Adjustment 

RESPONSE: The $13,188 represents the 2007 amortization expensc of the Gas 

Plant Acquisition Adjjustinents 

Law Offices of 
Robert L Brown I11 
1005 South hiain Street 
Corbin, Kentucky 40701 
Attorney for Citipower, L.LC 
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COMMONIVEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVlCE COMMISSION 

I n  the h$atter oi: 

Question 7b 
Pagc 1 of 2 

I 

/ I  

APP1.ICATION OF CITIPOWER, LI,C FOR 
RATE ADJUSTMENT FOR SMALL UTILITlES 
PURSLJANT TO 807 KAR 5:076 CASE NO. 2008-00392 

, 
7. Refer to Exhibit 2 of Citipower's application and to Citipower's revised 

2007 annual report filed with the Commission, specifically the Statement of lncomc 

and the Summary of Utility Plant and Accumulated Provisions for Deprcciation, 

Amortization and Depletion schedule. 

b. Thc issue of Amortization Expense was addressed on page 32 of 

the Staff Report Issues in Case No. 1999-00225 The report, which was subsequently 

adopted by the Commission, noted that in response to a data request Citipower had 

stated that the amortization expense i t  reported in 1998 was for organizational costs, 

not an acquisition adjustment, and that its 1998 annual report showed $73,350 in 

organizational costs recorded that year. Describe in dctail the subsequent reporting 

and disposition, if any, of those organization costs. 

RESPONSE: Unknown. Normally organizational costs are amortized over 60 

months. Citipower has reviewed its records due to this request and not found the 

answer, however, in light of the requcst involving 1998 records and in light of 807 

K A R  5:076 and the continued difficulties of operations, Citiporvcr respectfully requests 
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Question 7b 
Page 2 of 2 

that this issue be reviewed and investigated outside the scope af the pending 

Application for Rate Adjustmcnt. 

Law office of 
Robcrt L. Brown 111 
1005 South Main Street 
Corbin, Kentucky 40701 
Telephone (606) 528-3073 
Attorney for Citipower, LLK 
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Question 8a 
Page 1 of 1 

COhfMON’IVEALTH OF KENTUCKY 

BEFORE THE PlJBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF CITIPOWER, LLC FOR 
U T E  ADJUSl’MENT FOR SMALL UTILITIES 
PURSUANT TO 807 KAR 5:076 CASE NO 2008-00392 

R Refer to Exhibit 3 of Citipowcr’s application, its $250,000 promissory note 

to Citicnergy LLC dated October 4,2005, which has a term of 8 years. 

a. In Case No. 2004-00123‘ the Commission dcnied Citipoiver‘s 

request for approval of financing which included the costs of both regulated and non- 

regulated acquisitions, but indicated that if Citipower were to request approval of the 

indebtedness used solely for its regulated operations ‘ I  I . such request will be 

favorable considered,” Explain whether Citipowcr sought Commission approval of 

the October 4, 2005 promissory notc 

RESPONSE: Yes. In Case Number 2004-00444, the Commissio~i ordered on 

April 14, 2005 that Citipower could keep $250,000 in debt as a result of the approved 

reorganization of its corporate structure 

Law Office of 
Robert L Brown I11 
1005 South blain Street 
Corbin, KY 40701 
Telephone: (606) 528-3073 
Attorney for Citipower, LLC 

’ r aqe  NO. 2004.00123. Application of Citipower. L1.C f o ~  Apprcival of Notc Rcncwal.  Older 
dared December 14,2004 
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QuesLion Bb 
Page 1 of 2 

P. 07 

COhlMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COhlhfISSION 

in thc &fatter of 

APPLICATION OF CITIPOWER, LLC FOR 
RAl AIIJLJSTMENT FOR SA4ALL UTILIIIES 
I’UIISUANI’ TO 607 KAR 5:076 CASE NO 200s-00392 

8 Refer to Exhibit 3 of Citiyower’s application, its $250,000 promissory note 

to C‘itienergy LLC dated October 4, 2005, which has a term of 6 years 

h. The Commission’s December 14, 2004 Order in Case No. 2004- 

00123 a k a  referred to certain aspects of Citipower‘s proposed corporate 

reorganization, which the Commission approved in Case No. 2004-00444‘. 

Specifically concerning the reconfiguration of its financing, after the n e ~ l l y  created 

holding company paid off the portion of the hank note related to Citiyower’s non- 

regulated business activities, the Order noted that the remaining ” . 5250,000 will 

remain with Citipotver and be paid off with funds olved to Citipowcr by anothcr 

associated company.” The Order’s footnote reference for that statement cites 

Citiporver’s application in Case No. 2004-00444 which stated that while Citipowcr was 

liable for the rctnaining ’$250,000 of the bank, note, it was “ , , ,, owed $250,000 by 

Forexco, Inc., which debt will he paid by Forexco, Inc.,, on or before December 31, 

2(!04.” Explain whethcr the %250,000 w a s  paid off by Forexco, Inc., or with the 

proceeds of the promissory notc myith Citienergy, L1.C- 
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Question fib 
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RESPONSE: The referenced S250,OOO note was paid by Forcxco, Tnc., in 

Dccember 2004 See I7espol-m to Commission Staff's First Data Requests February 18, 

2005. 

Law Officc of 
Robert 1.. Brown 111 
1005 South Main Street 
Corbin, Kentucky 40701 
Attorney for Citiporver, LLC 

- 
' C a s e  N o  2004.OW. Applic~rion of Ciripowei, LLC for Approval of Reorganization 
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Question Bc 
PaEe 1 of 1 

COMMONWEALTH OF KENTUCKY 

BFFORE THE PUDLIC SERVICE COMMISSION 

In thc Matter of: 

4ITLICA LION OF CITIPOWER, LLC FOR 
I<AI E ADJUSTMENT FOR SMALL UTILITIES 
11UIGU.4NT TO 807 KAR 5:076 CASE NO 2008-00392 

8. Refer to Exhibit 3 of Citipower's application, its $250,000 promissory note 

to Citienergy LLC datcd October 4,2005, which has a term of 8 years., 

c. Citipower's revised 2007 annual report filed with the Commission shows 

a note payable to Citienergy, LLC in the amount af $211,396. Explain whcther this is 

the outstanding balance of the October 4,2005 $250,000 promissory note 

RESPONSE: Yes, this is the same $250,000 promissory note. 

Law Office of 
Robert L Brown 111 
3005 South Main Street 
Corhin, Kentucky 40701 
Attorney for Citipower, LLC 

Proposal, Order dared April 14, 2005 
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Q U C S I I O I ~  6d 
I'ngc 1 of 1 

COMhlONWEALTH OF KENTUCKY 

BEFORE THE PLJBLJC SERVICE COhlMISSTON 

In thc Matter of: 

APPLICATION OF CITIPOWER, LLC FOR 
ICATE ADJUSTMENT FOR SMALL UTILI1 1% 
PURSUANT TO 807 KAR 5076 CASE NO 2008-00392 

8. Refer to Exhihit 3 of Citipoiver's application, its 6250,000 promissory note 

to Citienergy LLC dated October 4,2005, which has a term of 8 years. 

d.  The promissory note carries an interest rate of 9.25 pcrccnt. 

Explain how it was determined that a promissory note with Citienergy, LLC at a Y,25 

percent interest rate, was in the bcst interests of Citipower arid its ratepayers, and 

explain whether the transaction was conducted at arm's length. 

RESPONSE: The note payable to CitiEnergy with an interest rate of 9.25!% is set 

a t  the same interest rate that CitiEnergy owes on its debt (that i t  took over as part of 

the aforementioned restructure) The terms of this note have not changed since 2005. 

The interest rate is arms length a s  Citipower pays CitiEnergy thc same rate i t  

(CitiEnergy) pays. In addition, thc utility has lost $327,781 over the last threc years 

making i t  a questionablc credit in the financial market. 

, .  

! 

: i  

Law Office of 
Robert L Broi<m 111 
1005 South Main Street 
Corhiii, Kentucky 40701 
Attorncy for Citipower, LLC 
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COMM0NWEALTI.I OF KENTUCKY 

BEFORE THE PUBLIC SERVICE CObIMISSION 

In the Matter of 

APPLICATION OF CITJPOWER, LLC FOR 
RATE ADJUSTMENT FOR SMALL UTILITIES 
PURSUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

R 

Robert L. Brown 111 
1005 South Main Street 
Corbiii, Kcntucky 40701 
Telephone: (606) 528-3073 
Attorney for Citipower, LL,C 

CERTIFICATE 

I hereby certify that the above and foregoing was on the a d a y  of November, 
2008, served by faxing and mailing the original and ten true and exact  copies of same, 
all postage prepaid, addressed for delivery to: 

Ms. Stephanie Sturnbo 
Executive Director 
CO.V!dONWEALTH OF KENTCCKY 
PUBLIC SERVICE COh.lhlljSION 
211 Sower Building 
P. 0. BOX 615 
FRANKFORT, KENTUCKY 40602 

And by mailing a true and correct copy to: 

HOII. Jack Conway 
Attorney General 
David Edward Spenard 
Assistant Attorriey Gencral 
1024 Capital Center Drive 
Suite 200 
Frankfort, Kcntucky 40601-8204 
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